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14. Description of Amendment/Modification (Cont.)

The purpose of this modification is to remove what is commonly referred to as the “paid cost rule,”
which required large businesses to actually pay a subcontractor before including the payment in
its billings to the Government. FAC 97-16 eliminated the paid cost rule restriction for all contracts
awarded on or after May 26, 2000, the applicability date of FAC 97-16. This modification -is
issued as a result of the execution of the MOA “Elimination of the Paid Cost Rule on existing
contracts” executed on June 2, 2000, by and between The Boeing Company and the Defense
Contract Management Agency.

This modification applies to all contracts that were awarded by DoD or NASA contracting
activities prior to the applicability date of FAC 97-16 and that are being administered by the
Defense Contract Management Agency (DCMA), unless otherwise noted. The United Space
Alliance joint venture is specifically excluded from this modification.

The calculation methodology and a preliminary indirect cost adjustment as consideration for this
change have been negotiated and agreed to by DCMA and The Boeing Company; however, this
modification does not change any contract prices.

Elimination of the paid cost rule should not result in degradation of subcontractor payment
timeframes. The Boeing Company shall continue to pay subcontractors in accordance with the
terms and conditions of subcontracts and invoices and ordinarily prior to submission of the
contractor’'s next payment request to the Government.

The paid cost rule provisions contained in the following clauses are hereby removed:

52.216-7 Allowable Cost and Payment (Apr 1998)

Paragraph (b)(I)(i) Those recorded costs that, at the time of the request for reimbursement, the
Contractor has paid by cash, check, or other form of actual payment for items or services
purchased directly for the contract;

52.232-7 Payments under Time-and-Materials and Labor-Hour Contracts (Feb 1997)
Paragraph (b)(2)...Reimbursable costs in connection with subcontracts shall be limited to the
amounts paid to the subcontractor for items and services purchased directly for the contract only
when cash, checks, or other form of payment has been made for such purchased items or
services; however, this requirement shall not apply to a Contractor that is a small business
concern.

52.232-16 Progress Payments (Jul 1991)

Paragraph (a)(2)(i) The costs of supplies and services purchased by the Contractor directly for
this contract may be included only after payment by cash, check, or other form of actual payment.
52.216-26 Payments of Allowable Costs Before Definitization (Apr 1984)

Paragraph (d)(I) Those recorded costs that result, at the time of the request for reimbursement,
from payment by cash, check, or other form of actual payment for items or services purchased
directly for the contract;

(The above list is provided for illustrative purposes-differences may be found in individual
contracts due to the use of earlier versions of the clauses or tailoring of the standard clauses.)

The paid cost rule provisions which have been removed from the clauses above, shall be
replaced with the revised language contained in FAC 97-16.

While not incorporated as a part of the modification, it is intended that this modification comply
with the provisions of the MOA referenced in the first paragraph of this modification.

All other items remain unchanged and in full force and effect.
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This modification appiles to afl contracts that wers awarded by DoD or NASA contracling
activities prior to the applicability dats of FAC 97-18 gnd that are being administered by the
Defense Contract Management Agency (DCMA), unless otherwisa noted. The United Spaoce
Alllancas Is specifically excluded from th|s modification.

Consldaration for this change has been nagotiated and agreed |0 by DCMA and Lockheed Martin
Corporation (LMC); however. this modification does not change any contract prices. Ssveral
contracts will be diraclly credited via a separate modification to the Individual contracts identified.

LMC shall continue |0 pay subcontractors In accordance with theterms and conditions of
subcontracts andinvoices and ordinartly prior |0 submission of the contractor’s naxt payment
requestiothe Government.

The paid cost rule provisions contalned In the following clauses are hereby removed:

§2.218-Y Allowable Cost and Payment (Apr 1999)

Paragraph (b)(i)(i) Those recorded costs that, et the Ume of the request for reimbursemant, the
Contractor has paldby cash, check, or other form of actuai payment for kems or services
purchasad directly for the contract;

82.232-.Y Payments under Time-and-MaterialsandLabor-Hour Contracts (Fob 1997)
Paragraph (b)(2).. .Reimbursable costs In connection with subcontracts shall be imitaed to the
amounts pald to the subcontractor for kems and services purchased directly for the contract only
when cash, chacks, or other form of payment has been made for such purchased tems or
services; however, this requirement shell nol apply to a Contractor that is a small business
conoermn.

52.232-18 Progress Payments (Jul 1991)
Paragraph (8){2)() The costs of supplies and servicas purchased by the Contractor directly for
this contract may be Induded only after payment by cash, check, or other form of actual payment.

62.216-26 Payments of Allowable Costs Befors Deflnitization (Apr 1964)

Paragraph (d)(I) Those racorded costs that result, at the time of tha request for reimbursament,
from payment by cash, check, or ather form of actual payment for kems of services purchased
directly for the contract;

(The abovslist |s provided for ltustrative purposes—differences may be found nindividual
contractsdue lo the use of earlier versions of the dausas or talloring of the standard clasuses.)

The paid cost rule provisions which have been removed from the dauses above, shall be
replaced with the revised languaga contained In FAC 97-18.

While not incorporated as a part of the modification, R I intended that this modification comply
with the provislons of the MOU refsrenced In thefirst paragraph of this modification.

AHother tems remalnunchanged andiafull force and effect.
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This modification appliesto all contracts that were awarded by DoD contracting activities prior to the
applicability date of FAC 97-16 and that are being administered by the Defense Contract Management
Agency (DCMA), unless otherwise noted.

Consideration for this change has been negotiated and agreed to by DCMA and Northrop Grumman
Corporation (NGC); however, this modification does not change any contract prices.

Elimination of the paid cost rule should not result in degradation of subcontractor payment timeframes.
NGC shall continue to pay subcontractors in accordance with the terms and conditions of subcontracts
and invoices and ordinarily prior to submission of the contractor’s next payment request to the
Govemmenl.

The paid cost rule provisions contained in the following clauses arc hereby removed:

52.2167 Allowable Cost and Payment (Apr 1998)

Paragraph (b) (1) (T) Those recorded costs that, at the time of the request for reimbursements the
contractor has paid by cash, check, or other for of actual payment for items or services purchased
directly for the contract;

52.232-7 Payments under Time-and-Materials and Labor-Hour Contracts (Feb 1997)
Paragraph (b) (2).. Reimbursable costs in connection with subcontracts shall bc limited to the amounts
paid to the subcontractor for items and services purchased directly for the contract only when cash,
checks, or other form of payment has been made for such purchased items or services. However, this
rcyuirement shall not apply to a Contractor that is a small business concern.

52.232-16 Progress Payments(Jul 1991)

Paragraph (a) (2) {I) The costs of supplies and services purchased by the Contractor directly for this
contract may be included only after payment by cash, check, or other form of actual payment.
52.216.26 Payments of Allowable Costs Befor e Definitization (Apr 1984)

Paragraph (d) (1) Those recorded coststhat result, at the time of the request for reimbursement, from
payment by cash, check, or other form of actual payment for items or services purchased directly for
the contract;

(The abovelist is provided for illustrative purposes - differences may be found in individual contracts
due to the use of earlier versions of the clauses or tailoring of the standard clauses.)

The paid cost rule provisions which have been removed from the clauses above, shall be replaced with
the revised language contained in FAC97- 16.

While not incorporated as a part of the moditicacion, it is intended that this modification comply with
the provisions of the MOU referenced in the first paragraph of this modification.

All other items remain unchanged and in full force and effect.
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This modification applies to all contracts between Raytheon Company and the Department of
Defense(DoD) that are being administered by Defense Contract Management Agency (DCMA).
Its purpose is to eiminate what is commonly referred to as the “Paid Cost Rule”’ from existing
DoD and National Aeronautical Space Administration (NA SA) contractswhich were awarded
prior to May 26, 2000.

Raytheon Company shall continue to pay its subcontractors and suppliers in accordance with the
payment terms and conditions that are set forth in its subcontracts and invoices (normally
requiring payment not later than 30 days after receipt of an applicable invoice), and ordinarily
prior to the submission of the contractor’s next billing request to the Government.

The primary purpose of the modification is to replace the existing Federal Acquisition Regulation
(FAR) provisions regarding the “Paid Cost Rule” with the revised language that is contained in
FAC 97-16. This revised language eliminates the “Paid Cost Rule” for the following contract
clauses,

52.216-7 Allowable Cost and Payment. (Apr 1998)

Paragraph (b)(1)(i) Those recorded costs that, at the time of the request for reimbursement, the
Contractor has paid by cash, check, or other form of actual payment for items or services
purchased directly for the contract;

52.232-7 Payments under Time-and-Materialsand L abor-Hour Contracts. (Feb 1997)

Paragraph (b)(2) - . . Reimbursable costs in connection with subcontracts shall be limited to the
amounts paid to the subcontractor for items and services purchased directly for the contract only
when cash, checks, or other form of payment has been made for such purchased items or services;
however, this requirement shall not apply to a Contractor that is a small business concern.

52.232-16 Progress Payments. (Jul 1991)
Paragraph (a)(2)(i) The costs of supplies and services purchased by the Contractor directly for
this contract may be included only after payment by cash, check, or other form of actual payment.

52.2 16-26 Payments of Allowable Costs Before Defmitization. (Apr 1984)

Paragraph (d)( 1) Those recorded costs that result, at the time of the request for reimbursement,
from payment by cash, check, or other form of actual payment for items or services purchased
directly for the contract;

The abovelist isprovided for illustrative purposes—differences may befound inindividual
contracts due to earlier versions or tailoring of the clauses.

This modification does not have any affect on the contract prices listed herein.

NS 7540-01-152.8-87 38-109 STANDARD FORM 36 (REV 10-33)




